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MERGERS AND THE CLAYTON ACT 


Books and 


David Dale Martin* 
Los Angeles: University California Press, 1959. 351 pp. $6.00. 


The Clayton Act was enacted 1914 supplement the 


Sherman Act the basic statute embodying the antitrust law policy 
the United States. 


After Congress had, with the Sherman Act, enunciated the basic 
policy maintaining competition industrial markets, the market 
structure underwent major change small firms were combined 
into giant corporations during the great merger movement. 


the two decades discussion antitrust policy before 1914, 
public writings and Congressional proposals gave very little considera- 
tion the desirability prohibiting intercorporate stockholding. 
Such change the structure ownership industrial plants led 
most students the problem advocate some new form federal 
legislation supplement the Sherman Act. Thus, the Federal Trade 
Commission was established and the Clayton Act was enacted. 


Section the Clayton Act, originally enacted, prohibited the 
acquisition one corporation the stock another corporation 
where the effect may substantially lessen competition 
restrain trade between the corporations, tend create monopoly. 


The long, detailed debates over the wording the standard 
illegality incorporated into Section were struggle develop 
concept “workable competition.” Congress expressed the criterion 


illegality terms the lessening competition and the tendency 
toward monopoly. 


*Associate Professor Business Economics and Public Policy, Indiana 
University. 


There was nothing that could clearly called “the intent 
Congress” regarding the criterion illegality. The Clayton Act was 
ambiguously formulated that the result was give the Supreme 
Court almost free hand interpreting the new law. 


attempt was made any point the legislative process 
apply the illegality criterion “substantial lessening competition” 
asset acquisitions mergers. The omission asset acquisitions 
was based the deliberate intention prohibit “monopolistic hold- 
ing companies.” 

Administration Section from 1914 until its amendment 
1950 was primarily the hands the Federal Trade Commission. 
The commission failed its function, expert body, implement 
and give specific content the general language the standard 
illegality the statute. The Federal Trade Commission developed 
consistent, workable criteria for distinguishing between those stock 
acquisitions that were were not the public interest. 


The commission did evolve policy attempting make use 
Section prevent and remedy not only the acquiring and holding 
competitor’s stock, but also the acquiring and holding com- 
petitor’s assets, the asset acquisition was preceded and achieved 
means stock acquisition. But the effectiveness the Clayton Act 
achieving this goal was undoubtedly emasculated series 
Supreme Court decisions which the court reviewed the commission’s 
policy this question. 


Congress presented the commission and the courts with the 
problem choosing between the interpretation the Clayton Act 
mean that either (1) acquisition resulting complete control 
the acquired corporation completely eliminates and, therefore, 
substantially lessens competition between the two firms, (2) 
acquisition completely eliminating the competition between two firms 
does not substantially lessen competition between the two firms unless 
the competition substantial. appears that Congress intended the 
first interpretation, while the commission chose the second. 


there had been judicial review the Clayton Act, the 
Federal Trade Commission, during its administration the original 
Section would have (1) prohibited many mergers that might have 
resulted increase competition market, and (2) permitted 
many mergers involving firms not previously “substantial com- 
petition” with each other, even they might have resulted 
substantial lessening competition market. 


The 1950 Celler Amendment Sections and the Clayton 
Act was the culmination twenty-nine years spasmodic efforts 
the Federal Trade Commission plug the assets loophole. The 
campaign the commission and its Congressional proponents was 
based primarily the general argument that corporate mergers, 
increasing economic concentration, were undermining the free enter- 


prise system. The ability corporations achieve all alleged drastic 
results spite the existence the antitrust laws was attributed 
the assets loophole. 


The original Section prohibited one corporation from acquiring 
stock another corporation, the acquisition might have the effect 
substantially lessening competition between the acquiring and the 
acquired corporation. amended 1950, Section the Clayton 
Act prohibits industrial corporations from acquiring either the stock 
assets another corporation, there reasonable probability 
that the effect will substantially lessen competition market. 


Under the new statute, ascertaining whether the acquisition 
violates the law, not necessary find the equivalent un- 
reasonable restraint trade. Nor necessary prove that the 
acquisition was made with the intent lessening competition. the 
other hand, acquisitions have not been placed the category per 
violations, which would undoubtedly have resulted the pro- 
hibition many acquisitions that would increase competition. 

Although the Supreme Court has not yet interpreted the Celler- 
Kefauver Act, the administration the law has already shown that 
can used stop the growth monopoly its incipiency. There 
nothing the record administration the law far indicate 
that unfavorable economic consequences necessarily must result. 

Therefore, the new Clayton Act may become effective instru- 
ment with which with the fundamental problem monopoly 
and combination which the use the corporate form organiza- 
tion industrial firms has given rise. 


SETTING STANDARDS FOR EXECUTIVE PERFORMANCE* 
New York: American Management Association, 1960. 120 pp. $3.75. 


How can one judge today whether modern manager effectively 
develops his people, keeps morale, and does all the other work that 
manager must carry through? especially difficult the manager 
staff position with tangible product show for his work. 

many the existing efforts rate appraise somehow fall 
short the mark, what more can done? the belief many 
thoughtful managers that there are least three significant refine- 
ments that should given thorough try: 


direct attention primarily results the job rather 
than sensitive, hard-to-change personality factors. 


work out clearer and more specific check-points stand- 
ards for on-the-job results for each executive. 


*This book represents the thinking participants three-day 
research seminar held the American Management Association’s Management 
Center New York. 
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provide for participation the subordinate setting the 
check-points, the standards will realistic possible. 

This book primarily about these three refinements and the 
panelists’ experiences with them. 

The manager best judged what happens result 
work not his inherent personality, his potential ability get 
along with other people, the experience could bring bear, etc. 

Seminar participants reported that, when standards were first 
tried their firms, instances were found where supervisor and his 
subordinate were the outset completely variance their under- 
standing the nature the job under consideration. The process 
correcting these conflicting views important phase manage- 
ment development. 

the seminar sessions, was agreed that the basic types 
standards are two: qualitative and quantitative. Many the par- 
ticipants are also using standards which are neither definitely numerical 
nor entirely qualitative. 

The quantitative standard has its difficulties areas where the 
output intangible; where specific activities not recur often; where 
the desired effects man’s activities are indirect merge with 
those other people where the effects not become apparent 
until long after the initial acts have been performed. 

The qualitative standard has disadvantages, too. not based 
readily measurable and observable conditions. But every manager’s 
job includes certain intangible items. Thus managerial standards 
must contain least few qualitative items. 

However, qualitative standards may sometimes entirely verifi- 
able reference appropriate reports and records the company 
question. 

representative one corporation emphasized the use 
budget performance standard. Every unit his firm has its 
budget. Compliance with used performance standard. 

bank Detroit first felt the need for performance standards 
connection with performance appraisals. The root the matter 
was the inadequacy job descriptions. This led the evolution 
standards. 

Another company reported that appraisal groups 
praisals with standards took less time and required shorter form than 
appraisals made without standards. Still more important, the use 
standards resulted deeper and more effective appraisal. 

fourth firm steered away from the term “performance stand- 
ards.” Rather, the standards concept was expressed the question, 
“What’s good job well done?” 

formulating standards performance for executives, panel 
members indicated that two basic steps are necessary: 


The job must broken down into its major segments. 
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BROOKINGS RESEARCH PROJECT THE INFLUENCE 


Standards stating how well each major task done must 
set up. 

some stage the process working out standards, boss and 
subordinate must consult frankly the standards are binding 
both parties. 

the standards are too high, the man men holding certain 
job may pay not the slightest attention them; they are too low, 
the incumbents may merely congratulate themselves their success 
and proceed with their work usual. 

Most the panelists agreed that the staff man’s place 
assist the line officer the formulation standards, not write 
“install” them himself. 

What are some the concrete possibilities available for encourag- 
ing the use performance standards throughout company the 
staff side the organization the first become convinced their 
value? 
Install standards first your own department. 
Have some the line people present individually when you 

are developing standards with your own staff. 
Draw attention papers and articles dealing with the subject. 
Arrange for pilot project. 


The panel members were inclined begin introduction 
standards watching closely for signs problems which performance 
standards might help solve, rather than aggressively “pushing 
doorbells.” 

“The uses performance standards, see them,” says John 
Donohue the Detroit National Bank, these areas: com- 
munications; job clarification; training equitable salary adminis- 
tration based accurate judgment; the determination promotions 
and the selection those hired outside the company; and the 
prevention anarchy. They help you decide how much you should 
and how far you should and what you should not do, relation 
the work others.” 


In: Proceedings Twelfth Annual Meeting Industrial Rela- 
tions Research Association, (Publication No. 24), Edited David 
Johnson. Washington, D.C.: Industrial Relations Research Association, 
1960. 210 pp. (pp. 180-189.) $3.50. 


Editor’s Note: This abstract based Professor Livernash’s brief 
condensation The Impact Collective Bargaining, which 


*Presented before the Twelfth Annual Meeting the Industrial Relations 
Research Association, Washington, D.C., December 28-29, 1959. 


Business Administration, Graduate School Business Ad- 
ministration, Harvard University. 


wrote with the late Sumner Slichter and James Healy. The project 
began with request 1955 from Brookings Sumner Slichter 
revise Union Policies and Industrial Management. 


The general conclusions the study have been grouped under 
five headings: (1) the narrowing the scope managerial discretion, 
(2) the development management policy, (3) the introduction 
important changes management structure, (4) diversity the 
character and results collective bargaining, and (5) the growth 
adjustment contract administration. 


For this paper few comments will made only with respect 
the fourth and fifth conclusions. 


Diversity the results collective bargaining has many dimen- 
sions and facets. The three substantive areas chosen for discussion, 
(a) the functioning the grievance procedure, (b) wage incentives 
and measured day-work, and (c) layoff systems, each emphasizes 
various dimensions diversity. 


Plant grievance rates which fall either above below range 
something like 10-20 grievances per hundred employees per year are 
likely indicate particularly interesting labor relations environments. 
simple nor easy conclusions can drawn from any particular 
rate. There such thing normal grievance rate applicable 
all times and all labor relations environments. 


dealing with the problem the reasons for grievance-rate 
variation, nine considerations are discussed: (1) the state relations 


between the union and the employer, (2) the experience inexperi- 
ence the parties, (3) the personalities key individuals, (4) 
methods plant operation, (5) changes methods operation, 
(6) union policies and practices, (7) union government and politics, 
(8) the grievance procedure, and (9) management policies, proce- 
dures, and practices. 


Out these many variables what becomes clear that neither 
high nor low grievance rate necessarily “good” nor “bad,” and 
that both high and low rates can mean different things. For example, 
low rate can mean: (1) very good union-management relations, (2) 
weak union whipped long strike, (3) management giving the 
plant away, and (4) settling grievances direct action without resort 
the grievance machinery. high grievance rate can mean (1) 
factionalism within local, (2) inconsistent 
(3) aggressive union leadership, and forth. 


manner somewhat comparable superficial appraisal 
the significance grievance activity, wage incentive plans too often 
are assumed operate purely industrial engineering assumptions. 
Employees are expected respond the opportunity earn ad- 
ditional money. But particular incentive plans, over the years, can 
become quite demoralized and can lose almost all vestiges the in- 


centive concept. demoralized incentive plan has these characteris- 
tics: (1) gradually rising incentive yield, (2) gradually declining 
average effort level, (3) growing inequities earnings and effort 
among jobs, and (4) increasing proportion “off standard” time. 


Incentive plans, under the constant challenge loosen produc- 
tion standards, can and have, but only particular situations, be- 
come demoralized that worker efficiency increased upon the re- 
moval any measured daywork policies management. 


With respect layoff systems while differences reflect the 
degree statesmanship the parties the wage structure, the job 
structure, and the economic and technological environments are very 
important shaping the character the system which likely 
developed the parties. The most interesting layoff systems are 
those that depart from the organizational units di- 
vision, and plant group jobs various ways meet consider- 
able extent both management and union objectives their method 
operation. Over the years layoff systems have been perfected such 
degree that administration almost mechanical many applications. 


The final conclusion the book that there has been consider- 
able growth adjustment contract administration. With the 
stabilization contract clauses and their interpretation, more orderly 
contract administration has developed. There has been reduction 
conflict contract administration. Associated with this process 
has been decline wildcat strikes and pressure tactics. 


all the variables significance particular union-manage- 
ment relationships, management policy stands out being crucial 
importance. Companies which had achieved relative success labor 
relations gave clear evidence (1) management policy, (2) ef- 
fective administration the worker level, and (3) management 
initiative labor relations. 


balance, management concessions union points view and 
union concessions the requirement effective management show 
encouraging degree adjustment. Free collective bargaining has 
easily defined par for the course, but there has unquestionably been 
significant social progress over the last years. 
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MARKETING MYOPIA Theodore Levitt* 
Harvard Business Review, Vol. 38, No. July-August 1960, pp. 45-56. 


There such thing growth industry. There are only 
companies organized and operated create and capitalize growth 
opportunities. The history every dead and dying “growth” industry 
shows self-deceivjng cycle bountiful expansion 
decay. There are four conditions which usually guarantee this cycle: 


The belief that growth assured expanding and more 
affluent population. One the characteristics industries that have 
believed very strongly the beneficial consequences expanding 
population, while the same time produce generic product for 
which there has appeared competitive substitute, that the 
individual companies have sought outdo their competitors 
improving what they are already doing. This makes sense, 
course, one assumes that sales are tied the country’s population 
strings, because the customer can compare products only feature- 
by-feature basis. But the industry’s efforts have focused improving 
the efficiency getting and making its product, not really improving 
the generic product its marketing. 


*Lecturer Business Administration, Graduate School Business Ad- 
ministration, Harvard University. 


The belief that there competitive substitute for the in- 
dustry’s major product. There guarantee against product 
obsolescence. company’s own research does not make obsolete, 
another’s will. 


Too much faith mass production and the advantages 
rapidly declining unit costs output rises. All effort focuses 
production. The result that marketing gets neglected and selling 
emphasized. Selling preoccupied with the seller’s need convert 
his product into cash; marketing with the idea satisfying the needs 
the customer means the product and the whole cluster 
things associated with creating, delivering, and finally consuming it. 


truly marketing-minded firm tries create value-satisfying 
goods and services that consumers will want buy. What offers 
for sale includes not only the generic product service, but also 
how made available the customer, what form, when, under 
what conditions, and what terms trade. Most important, what 
offers for sale determined not the seller but the buyer. 


The tantalizing profit possibilities low unit production costs 
may the most seriously self-deceiving attitude that can 
company, particularly “growth” company where apparently 
assured expansion demand already tends undermine proper 
concern for the importance marketing and the customer. 


The usual result this narrow preoccupation with so-called con- 
crete matters that instead growing, the industry declines. 
usually means that the product fails adapt the constantly chang- 
ing patterns consumer needs and tastes, new and modified 
marketing institutions and practices, product developments 
competing complementary industries. 


Preoccupation with product that lends itself carefully 
controlled scientific experimentation, improvement, and manufactur- 
ing cost reduction. the case electronics, for example, the greatest 
danger which faces the glamorous new companies not that they 
not pay enough attention research and development, but that 
they pay too much attention it. 


Such companies are the felicitous position having fill, 
not find markets; not having discover what the customer needs 
and wants, but having the customer voluntarily come forward with 
specific new product demands. Having made superior product, 
management continues oriented toward the product rather 
than the people who consume it. 


The view that industry customer-satisfying process, not 
goods-producing process, vital for all businessmen understand. 


Obviously the company has what survival demands. has 
adapt the requirements the market. But the trick survive 
gallantly, have the visceral feel entrepreneurial greatness. 


THE UNITED STATES BEING PRICED OUT WORLD 


Journal Marketing, American Marketing Association, Vol. 25, No. 
July 1960, pp. 1-8. 


recent years the attention the American public has been 
called, never before, the problems U.S. international eco- 
nomic and business relations. Almost daily, articles containing refer- 
ences the export status American products the current 
deficit the U.S. balance payments appear our press. 

The most popular explanation our trade decrease and gold 
flow that American business pricing itself out world markets, 
and most frequently rapidly rising labor costs said the cause. 
But the United States really being priced out world markets? 


Widely accepted the belief that high wage rates the United 
States are rising more rapidly than the rest the world. Between 
1953 the base year now used for all international indexes and 
June 1959, U.S. wage rates rose from 100 127. Yet the indexes 
all other major countries showed equal greater rises. Only 
Japan and Italy had small increase the United States. 


During the same period, the domestic wholesale price index 
the United States rose from 100 109. Only Italy, Belgium, and 
Japan had stable declining prices. 


Significant the fact that export prices almost all other 
countries advanced less than those the United States. 


The United Kingdom and Italy gained amount gold well 
over half the United States decrease 1958 and 1959. Noteworthy 
that the gold flow has not been related either commodity prices 
volume exports. 


Assuming for the moment that American exports 
decreasing because our commodity prices have risen relative foreign 
prices, what may have been the causes? least five explanations may 
suggested: 


Wage rates. Mere rate change insufficient for analytical 
purposes; rather, absolute levels must considered. true that 
the United States has the highest wage level any country the 
world; but wages are high, not necessarily true that cost 
production also high. Basically, high wage level the result 
high level productivity with probable low unit costs. does not 
appear that the wage-productivity relationships are seriously deterio- 
rating the U.S. can pointed out that some our largest 
volume exporters are our highest wage-rate industries. 


*The ideas contained this article were first presented summarized 
form the International Marketing Session the American Marketing 
Association Conference December 1959. 


Michigan Business Executives Research Conference, School 
Business Administration, University Michigan. 


Raw materials. With various forms government inter- 
vention, raw materials constantly are becoming more costly Ameri- 
can industry competing world markets. 


Overhead, interest, and profits. interesting note that 
1958 there were numerous instances foreign producers reducing 
prices world markets notwithstanding increases costs, whereas, 
despite the recession and reduced exports, many American firms still 


quoted high export prices maintain profit margins cover over- 
head expenses. 


Taxes. American producers bear exceptionally heavy 
burden taxes. Some foreign producers enjoy the remission taxes 
products sold export markets. 


Productive organization. Foreign competitors are building 
modern plants and studying American management 
regain our position, many more industries need 


engage extensive modernization programs both plant and man- 
agement. 


practical matter, how important are prices making pur- 
chasing decisions? Ask yourself, either consumer business 
executive, how many times during the past year have you purchased 
specific product solely the basis price? world markets 
domestic markets, unless the differential great, there may 


other more dominant factors than mere price deciding between 
diverse sources supply. 


Are modern marketing principles being applied foreign 
domestic markets? Let make few comparisons: 


Marketing research. evident that few companies spend 


much their sales dollar for foreign they for domestic 
marketing research. 


Product planning. Only limited number companies are 
engaged product planning for foreign markets. Most firms would 
not consider producing for the domestic market without intensive 
planning. 

Advertising and sales promotion. Few American firms under- 


take such promotions. They may wait for foreign customers come 
them. 


Credit. insisting Letter Credit, American companies 
are requiring payment cash advance. Such terms used domes- 
tically would not conducive successful volume business. 


Currency price. selling foreign markets, American firms 
continue insist quoting dollar prices and require payment 
dollars. Yet these same companies seldom place orders with foreign 
suppliers which quote prices and require payment foreign cur- 
rency. 

Delivery. recent years, complaints have been increasing 


that American suppliers are quoting long delivery times and all too 
frequently not making deliveries when promised. 


Service. All too commonly foreign markets, the basic policy 


American suppliers maintain parts stocks only the United 
States. 


are not expanding export markets, the cause not that 
are pricing ourselves out those markets, but rather that are 
failing apply principles modern marketing management. 


Editor’s Note: Although pertaining increased domestic com- 
petition from foreign imports, the following excerpt from the SCM 
Marchant Stockholder News (May 1960) has 
relevance the article above. The firm lost $426,471 during the first 
quarter this year, compared profit $160,595 for the first three 
months 1959. This excerpt part the explanation offered 
the company: 

“In competing with imports, longer possible for American 
manufacturers derive any comfort comparing their manufac- 
turing facilities with European counterparts. There was time 
when American manufacturers could afford pay higher wages, be- 
cause they could offset these costs better methods production. 
But the situation has changed recent years, and today foreign 
manufacturers have greatly improved their facilities and methods, and 
have developed skills mass production that are comparable those 
this country. 

“The plain fact the matter that the wide differential between 
labor rates the United States and abroad give overseas companies 
competitive advantage which difficult offset even with our 
broad experience mass production and mass marketing techniques.” 


CENTRALIZATION AND THE OPEN SOCIETY 
William Carleton* 


Political Science Quarterly, Vol. 75, No. June 1960, pp. 244-259. 


1952, the theme Dwight Eisenhower’s presidential campaign, 
least domestic politics, was the reawakening the states, the 
restoration their traditional place the federal system, return 
the values and practices decentralized federalism. 


its old forms were unfounded. Since 1953 there have been demands for 
enlargement old state functions and for the initiation new 
state functions, but most the states fail respond the demands. 
the same time, the federal government has been taking and 


*Professor Political Science and Head Professor the Social Sciences, 
University Florida. 


expanding functions hitherto regarded largely state private 
matters road building, housing, slum clearance, individual and 
public health, education, and forth. 


effect, the centralization-decentralization issue has now shifted 
from the American economy the American society. new rationale 
justify new expansion federal power developing. Now 
being said that because our society national, the government most 


concerned with that society must the national government and not 
the state. 


Have the optimistic predictions about the future the states 
been borne out subsequent developments? The evidence seems 
that they have not, that the states will not sufficiently revitalize 
themselves, that the trend federal centralization will continue. The 
truth that most the states are barely able keep the old service 
abreast increasing costs, increasing population, and the shifts 
population the cities. 

Are the states making adequately fuller use their own 
powers? They are emphatically not. This chiefly because 
the realities group politics the states. Before the states can make 
fuller use their powers certain changes will have made: 
constitutional revision; genuine reapportionment; the exploration 
new sources taxation; the establishment adequate civil service 
and merit systems the states that they could compete with private 
enterprise and the federal government for administrative personnel; 
emancipation the cities from neglect and exploitation. 


now, ought face bluntly the implications federal 
centralization for our open society. The “conventional wisdom” places 
high premium the values decentralized federalism, regarding 
the source experimentation, adaptation local variations, 
apprenticeship for political leadership, training democratic citizen- 
ship, the very existence democracy, the very preservation liberty. 
seems that examination the realities contemporary 
politics would far show that federal centralization means wider 
economic and social fulfillment for the individual and the nation, and 
the same time means not less democracy but more democracy, not 
less liberty but more liberty. 


What liberty? That liberty nurtured local government and 


dries when government becomes far away and remote does not 
square with the realities. 


There are several reasons why liberty better safeguarded 
the nation than the state. The chances are greater having 
independent citizens and newspapers speak out against passion and 
injustice. harder for single group faction get control 
the government. more difficult form majority, and even 
more difficult form opinionated majority. Within the wide scope 
the nation there are many more classes, groups, interests and values 
which check, restrain and counterbalance one another. 


What happens when national organization gets too ambitious 
and overreaching? Then other groups tend ally themselves against 
it. government necessary regulate such group, the 
federal government which must it, for our leading national organi- 
zations are now too large for effective state regulation. 


All parts America are becoming more alike, but more alike 
their diversity. Today, industrialization and urbanization spread, 
every community becoming more diversified, coming contain 
within itself larger number different groups and values. This 
new pluralism, found all levels but particularly the national level, 
will much offset the relative decline the states, prevent the 
dangers federal centralization, and preserve and extend both de- 
mocracy and liberty. 


Editor’s Comment: Are all parts America “becoming more 
alike, but more alike their diversity’? Many argue that all parts 
America are simply becoming more alike their 
Also, many are the opinion that the states are not assuming 
adequate responsibility, the first task the Federal government 
not immediately assume that responsibility, but encourage and 
aid the states expand the necessary services. One the key 
questions pose is: Has the Federal government done all can 
spur the states themselves take care their responsibilities; has 
explored all possible approaches this matter, and, there- 
fore, must assume role which under normal conditions proper 
the states? 


indicated the last issue, are going continue 
our review notable articles about the balance payments 
problem. 

Although occurring far back November 29, 1959, 
article The New York Times (p. 1F) deserves men- 
tioned. Entitled "Steps Weighed Chase Doubts 
lar," Albert Kraus, begins quickly highlight- 
ing our payments situation. 

Mr. Kraus reports that "the United States finds itself 
the victim recurrent rumors that the dollar will de- 
valued." One reason for this that the country has lost 
$3.3 billion gold less than two years. 

Another reason for the rumors the technical require- 
ment that the Federal Reserve Banks hold gold certificates 
equal per cent their note and deposit liabilities. 
This has immobilized three-fifths the U.S. gold stock. 
About $12 million gold tied that manner. 

This leaves $7.5 billion free gold, gold available 
for the payment international obligations incurred 
the U.S. Such obligations, foreign liquid dollar assets, 
have mounted total more than $17 billion. 

Mr. Kraus continued stating that Dr. Roy Reierson, 
vice president and chief economist the Bankers Trust 
Company, advocated the per cent gold reserve required 
the Federal Reserve Banks reduced abolished. The 


quirement, according Reierson, merely holdover from 
the days prior when gold circulated freely and money 
was convertible into gold request. 

Today the requirement merely prevents the major part 
our gold supply from functioning means for settling 
international accounts. Dr. Reierson asserted that because 
the concern abroad about U.S. gold drains, this nation 
may forced devalue the dollar even though most its 
gold reserve would still intact. 

Mr. Kraus reported these additional opinions held 
Dr. Reierson: 

abolish the per cent requirement would not 
ical, for 1945 Congress reduced the present level 
from per cent against Federal Reserve notes and per 
cent against the Fed's deposit liabilities. Only Belgium 
and Switzerland, all the European countries, still re- 
quire their central banks hold significant gold reserves 
against their domestic money supply. 

Elimination the gold reserve requirement could 
taken Sign weakness instituted during time 
unstable exchange conditions when gold leaving the coun- 
try large amounts. But undertaken now should help 
strengthen the dollar. 

Although the per cent requirement serves ul- 
timate limit the credit-creating ability the Federal 
Reserve, has actually had effect credit policy be- 
cause the gold reserve ratio has never fallen below per 
cent since enactment the present requirement. 

Near the end his article Mr. Kraus took note the 
tendency foreigners hold greater part their dollar 
assets U.S. interest-bearing obligations rather than 
converting their dollars into gold. This was due the 
relatively higher interest rates this country. 

But what interest rates the United States fell be- 
low those other nations? Would experience sudden 
and calamitous drain our gold supply foreigners con- 
verted their short-term dollar investments this country 
into gold, and invested elsewhere? 

Such possibility was discussed the context anti- 
recession policy, the April 1960 Business Review (pp.15- 
21), published the Federal Reserve Bank Philadelphia. 
The question was asked whether the Federal Reserve System 
can continue ease money and credit restrictions during 
recessions without massive outflows gold. will the 


System forced keep money tight and interest rates high 
protect our gold stock? 

course, the ultimate basis for asking such 
tion that the Treasury will buy all gold offered 
foreign governments the rate $35 per ounce, and 
deem dollars gold the same rate. Thus the 
good gold. 

The Business Review presented the argument those who 
maintain that gold outflow will result the Federal Re- 
serve follows anti-recession policies: 

business downturn, the Federal Reserve System tra- 
ditionally takes steps make money and credit easily avail- 
able. Therefore, the supply lendable funds tends rise 
relative demand, and interest rates fall. Reduced rates 
cause foreigners shift their U.S. investments other 
nations where the interest rates are higher. Thus foreign 
central banks, which must buy expatriated dollars one 
else wants them, will own increasing amount dollars. 
those banks decide convert dollars into gold, the U.S. 
could faced with sizable gold loss. 

The Federal Reserve, the argument goes, then 
awkward position, for may forced tighten the avail- 
ability money and let interest rates rise stem the gold 
loss. Therefore, the anti-recession policy stymied. 

the argument above valid? No, says the Business Re- 
view. U.S. gold reserves amount almost $19.4 billion. 
After deducting the required reserves against Federal Re- 
serve notes and deposit liabilities, the Treasury has $7.6 
billion gold that could flow out before the Federal Re- 
serve would legally forced expanding credit. 

The big question: How likely are lose that $7.6 
billion response international interest-rate differ- 
entials? 

April 1960, the U.S. had incurred over $19 billion 
short-term liabilities foreigners, but not all that 
amount sensitive fluctuations interest rates. 

For example, about billion that amount belongs 
international institutions, such the International Mon- 
etary Fund, and does not move international 
rate differentials. Approximately billion belongs 
foreign governments and official institutions, but the 
amount not likely move any large degree because 
interest rate fluctuations. 


the remaining billion, billion are large 


part working balances private businesses and financial 
institutions. The amount needed handle international 
trade and financial obligations, and not sensitive 
rate differentials. 

The Business Review ends the discussion declaring 
that even there were transfer private dollar bal- 
ances abroad, gold loss need not result because withdrawals 
usually are effected through sale dollars foreign 
central bank, which may may not ask for gold. 

Thus the Business Review does not appear view with 
alarm the possibility sizable gold outflow the re- 
sult interest rate differentials. 

However, other responsible authorities not share 
the relative optimism the Philadelphia Reserve Bank. 
November 22, 1959, The New York Times remarked editorially 
that: 

"Our monetary reserves could again depleted 
totally unsupportable long-term rate should domestic con- 
ditions arise under which was necessary desirable 
return easy money. saw that happen 1958 
when holders foreign claims against dollars and gold 
elected take home probably two-thirds it, about $2.3 
billion the form gold, rather than leave invested 
here short-term securities which yield purely nominal 
rate return." 

Another example less optimistic view state- 
ment contained the May 1960 First National City Bank 


gust 1959, the rate Canadian Treasury bills jumped 
per cent nearly double the then prevailing rate 
U.S. Treasury bills. American banks prominent 
international banking received numerous inquiries from 
tomers regarding the advisability shifting money into 
the Canadian market." 

The Monthly Letter also cited that investment interest 
had turned moving short-term funds the United King- 
dom where early April 1960 British bills yielded almost 
per cent more than U.S. bills. 

More about this the next center 


Cordially, 


William Falcon, Editor 


Monthly Letter (Business and Economic Conditions): "In Au- 


CBR MAN* 


Norman 
Saturday Review, Vol. 43, No. 30, July 23, 1960, pp. 9-12, 38-39. 


The danger surprise attack modern warfare not confined 
nuclear explosives delivered missiles. Modern scientific war 
research has developed new techniques that the name CBR 
chemical, biological and radiological warfare. 

Modern chemical warfare falls into two broad categories: 


the first category are chemicals that exercise their primary 
effects the human system. The most revolutionary development 
all the field chemical warfare has the code name the United 
States “GB.” nerve gas, odorless, invisible, and easy dis- 
seminate. GB, now being manufactured the United States Army 
Chemical Corps, and, far known, other major powers, 
acts like super-insecticide against human beings. liquid droplet 


the size pencil dot the skin will penetrate surface tissue and 
kill man within ten fifteen minutes. 


The second broad category chemical warfare new, having 
been developed only since 1955. These are the psychochemicals. 

Unlike the blood and nerve gases, psychochemicals are not lethal 
except large quantities. They also differ from the other chemicals 
that they seek temporary result. The main purpose psycho- 
chemical warfare change the human personality and eliminate the 
will resist the capacity think logically purposefully. Psycho- 
chemicals can produce confusion, cowardice, extreme submissiveness, 
and mental aberrations. parallel family psychochemicals can 
produce temporary blindness deafness, general paralysis. 


The United States Department Defense has been undertaking 
extensive research germ warfare. seeking funds from Congress, 
CBR officials have expressed confidence that bacteriological weapons 
can take their place alongside nerve gases cheaper and more effec- 
tive devices against human life than nuclear weapons. 


The central aim developing micro-organisms for war purposes 
produce virulent strain that can overcome the usual degree 
natural acquired immunity human beings. Other valued 
characteristics include high-infection potential, fast reproduction, and 
slow rate natural decay. Research centers have also been attempting 


create mutant strains that resist counteracting agents such 
antibiotics. 


The use bacteriological weapons need not confined their 
direct effect human beings. Indirectly, human beings can at- 


tacked transmitting disease animals and plants, thus con- 
taminating the food supply. 


*This article preview new book, Place Folly, Mr. 
Cousins, published Harper Brothers September. 
Saturday Review. 
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Nuclear explosions have three primary effects: blast, fire, radia- 
tion. the context CBR warfare, however, radiological weapons 
specifically exploit the use radioactive materials against human 
beings. Therefore, radiological warfare involves the dissemination 
radioactive isotopes not only through bombs but through non- 
explosive means techniques. 


Latest research radiological warfare directed the develop- 
ment neutron bomb. Its purpose attack large industrial 
centers cities, killing off the population, but allowing the machinery 
and the buildings remain intact. 


Many people hold the view that CBR weapons are 
that country would dare use them. Even though various nations 
are manufacturing CBR weapons, felt that this largely for the 
purpose retaliatory warning. Supporting this view the fact that 
poison gases were not employed the Second World War, despite 
their widespread use the First World War. 

This raises the general question moral restraint warfare, 
well the efficacy treaties designed eliminate inhuman methods 
waging war. 

1925 number leading nations signed treaty Geneva 
under which both poison gas and bacteriological weapons were out- 
lawed. Great Britain, France, the USSR were among the signing 
powers. Among those which did not sign were the United States 
and Japan. 1943 President Franklin Roosevelt declared that 
under circumstances would the United States the first nation 
use poison gas other chemical weapons war. 


the Second World War all the contending nations had poison 
gases available but did not use them. Some measure restraint was 
clearly involved. However, was also true that poison gas was 
relatively ineffective comparison the new forms warfare. 

What the likelihood that these weapons will not figure 
major war? 

The United States has officially stated the world that 
prepared use nuclear weapons rather than give ground situations 
affecting major national interest. The USSR has 
declarations. 

President Roosevelt’s unilateral declaration against the first use 
these weapons, well what would seem public consensus, 
has sense created moral position restraint. 


The existence this restraint decried the U.S. military 
officials their testimony before Congressional committees. They 
have called for Congressional and public recognition the need 
free any prohibitions CBR. 


short, the American military has taken official position 
favor the use CBR weapons event another war. 


Their argument that nerve gases, psychochemicals, and disease 


germs represent the most effective, cheapest, and, their own words, 
most humane form warfare available the modern world. More- 
over, the great advantage they see CBR that searches out and 
kills people without the same time destroying the great cities and 
industrial establishments. 


Essentially, the case for CBR warfare rests the proposition that 
less reprehensible and fiendish than thermonuclear warfare. 


But this not moral argument favor chemical and bio- 
logical weapons. 


The existence nuclear and CBR weapons should produce not 
merely revulsion but determination mobilize all our energies 
against war the modern world. 


For the crisis man today’s world represented not primarily 
competing ideologies but power without control. pos- 
session today almost total power but his instruments control over 
that power are unscientific and indeed primitive. 


the public debate over CBR proceeds, one fact mountainous 
importance bound emerge. For the first time our history 
are preparing for war know cannot win. 


All this being the case, would seem clear that the nation ought 
mobilizing its energy, its wisdom, and its conscience for the at- 
tempt achieve peace peace with freedom and justice. Certainly, 
not until the American people put least much thrust into the 
struggle for peace they have into the new techniques war can 
they satisfy themselves their basic responsibilities themselves 
and the rest mankind. 


The use nuclear and CBR weapons against human beings may 
well the most important moral question come before any 
generation Americans. One billion more people could killed 
made suffer war which their countries took part. 

The question that cannot avoided whether any nation, even 
its own defense, has the right destroy half the rest the world. 


ARE SUBSIDIES WORTH WHILE?* 


Industrial Development and Manufacturers Record, Vol. 129, No. 
July 1960, pp. 77-78. 


Nineteen states had laws 1958 that allowed for various forms 
subsidies inducement manufacturers locate new plants 
expand existing ones the state. effort secure infor- 
mation why business firms moved into three these states, 


*Extracted from Dr. Thomas Bergin’s dissertation, Critical Analysis 
the Effect State Aid Industry Selected Areas,” which was produced 
the basis research carried out Dr. Bergin and Dr. William Eagan. 
Both men are now teaching the University Notre Dame. 
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questionnaires were sent April 1958 820 companies Kentucky, 
Tennessee and Mississippi. The 272 replies the questionnaire are 
here summarized. 


One the factors usually emphasized great length the 
states and communities attract new industry the favorable tax 
climate. But only firms out 272 indicated that tax structure in- 
fluenced their choice location and only seven these listed 
primary importance. 


Closely associated with this the matter financial aid. 
was considered even less importance than favorable tax structure. 
would seem that the firms looked for physical plant facilities, 
rather than financial aid. 


The primary justification used the three states for the use 
tax exemptions and public credit the need attract industry from 
outside their boundaries. Yet only one the three states attracted 
more than percent its new industry from outside the state. 


Plants locate primarily relation availability markets, labor, 
and raw materials. 


The extensive use special financial inducements has placed the 
various states and communities open competition with each other. 
They must now concentrate not upon attracting industry from the 
North but rather upon influencing the specific location industry 
that has already decided move South. this competitive scramble, 
quite frequently more consideration has been devoted the race than 
the prize. Consequently, the industry attracted has not always been 
desirable. 


This competitive activity, although beneficial some specific 
communities, could have little effect upon the economic develop- 
ment the region the nation. 


Comment: Some the conclusions presented the 
article above were confirmed recent conversation had with 
executive large Massachusetts corporation which has transferred 
some its operations state the South. 


Two factors were equal importance influencing such move: 
(1) the wage rate differential; (2) the centralized location with 
respect markets and raw-material sources. The wage rate differential 
amounted over per hour, and savings fringe benefits were even 
more significant. Whereas location Massachusetts resulted being 
central only percent the firm’s national market, the Southern 
move resulted being central percent the market. 


Although the corporate tax structure Massachusetts was the 
worst all states studied the company, tax considerations had 
very little with the move the South. terms dollars and 
cents, tax savings were relatively small. 


THE COMMUNIST THREAT OUR BACK DOOR 
William Benton* 


The New York Times Magazine, July 17, 1960, pp. 10, 42, 44. 


The swiftly developing crisis over Cuba turns the world spot- 
light that vast, restless and crucial region south our borders 
where grave problems are brewing. This Latin America. 


Leading Latin political personalities freely predict that the 
Cuban explosion may eventually ignite fuses other republics 
South and Central America. 

Gov. Adlai Stevenson and this spring visited twelve Latin 
countries and talked length with the Presidents eleven and the 
Prime Minister the twelfth. Almost everywhere found along 
with grudging acknowledgment American achievements 
feeling envy, and lack confidence our judgment. 


President Lleros Camargo, President Colombia, told us: “The 
Communists operate South America primarily embarrass and 
upset the United States, and discredit the United States throughout 
the world showing that cannot get along with its closest 
neighbor.” 


What upsets Latin America about the United States? Here are 
some the complaints: 

(1) American private industry taking advantage Latin 
America’s enormous wealth natural resources skim the cream 
off the top and take huge profits out the countries which 
operates. Further, U.S. policy concentrates only its own version 
“free rather than the kind economic development 
Latin Americans say they desperately need. 


(2) Prices for Latin American raw materials and agricultural 
products, which many Latins believe are “controlled New York,” 
fluctuate, causing boom and depression mostly the latter while 
profit. 

(3) Despite our boasts about free enterprise, put quotas 
against their lead, zinc and sugar, and tax their copper. 

(4) Americans support dictators when seems good for business. 

(5) American foreign economic policy heavily weighted 
favor Europe and Asia, with Latin America neglected cousin. 

(6) The businessman traveler from the U.S. tends 
overcordial and not genuinely polite. does not mix 
ineptitude for foreign languages incredible. 

The image American businessmen “bloodsucking leeches” 
being carefully fostered Communists. 


unquestionably true that many Latin Americans expect 
great deal more from the United States than can possibly give. 


*Former U.S. Senator and Assistant Secretary State. 


They frequently overlook fail realize the nature our present 
world responsibilities. Moreover, studies fail support the charge 
that Americans are siphoning off Latin America’s wealth. 

Despite rapid progress, all twenty Latin nations are plagued 
varying degrees with poverty, illiteracy, hunger, disease and economic 
backwardness. north sits the United States, fat target blame 
for much that happens does not happen. Communists and Castro 
have made the most this situation. 


Some estimate that the U.S.S.R. spends $100 million year 
propaganda and training for agitation and infiltration the Latin 
countries. Senator Morse’s committee estimates 210,000-230,000 
card-carrying Communist party members and over 300 Communist 
and pro-Communist publications Latin America. 


Fidel Castro still enormously influential with students, intel- 
lectuals and the working classes Latin America. Raul Castro 
now promoting “third force” the Latin-America labor movement. 
effect fronting for the Communist attempt form Moscow- 
dominated labor federation direct competition with the Inter- 
national Confederation Free Trade Unions. 

believe Castro should prove spur the U.S. begin building 
far greater mutual understanding between this nation and the re- 
publics Central and South America. 

There are economic steps can plan: (1) expanded program 
aid; (2) greater support for the idea “common market”; (3) 
sympathetic treatment complaints about prices Latin America gets 
for its products, and about tariffs and quotas; (4) adjustment 
our tax laws encourage private investment Latin America; 
(5) more generous credits and grants that will have dramatic impact; 
and (6) support land reform. 

can also make clear don’t like dictators. Perhaps most 
important are measures aimed improving understanding. 
should greatly strengthen the United States Information Service and 
our Point Four program Technical Assistance. can step 
and greatly develop our exchange people and our cultural programs. 

must concerned about our neighbors because neighbors 
are intricately bound together. 


DOES HIGHER PAY BRING HIGHER PRODUCTIVITY? 


Harold Rothe* 
Personnel, Vol. 37, No. July-August 1960, pp. 20-27. 


There remarkably little experimental evidence support the 
view that workers are spurred greater efforts the prospect 
higher earnings. The question resolved not much whether 
people work primarily for money, even whether they work better 


*Manager Personnel, Fairbanks, Morse Co., Beloit, Wisconsin. 
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for more money. What really want know how money can 
used motivate employees produce more. 


The evidence from empirical studies indicates that while financial 
incentives seem result greater productivity, their precise 
influence impossible determine. Productivity clearly affected 
also such factors the size the work group, the inherent nature 
the task, the organization the work, the nature the incentive 
system itself, and perhaps the length time involved. There are 
undoubtedly still others, such union-management attitudes and 
collective bargaining agreements, whose effect has not yet been fully 
analyzed. 

When employer offers some financial inducement his em- 
ployees the hope raising their productivity, trying change 
the employees’ behavior. trying teach them new habit 
the habit producing faster rate, perhaps higher level 
quality. The effectiveness the inducements offers will depend, 
therefore, how far they fulfill the requirements that must met 
learning take place. 


The learning process requires that there (1) motive, even 
learned; and (3) incentive that appropriate the motive, recog- 
nized being related the action, and certain being applied 
immediately soon the correct action has been successfully com- 
pleted. 

These criteria can applied various types financial in- 
centives: 

Merit increases. These are usually given predetermined 
review date and thus are not associated with any particularly good 
piece work. Since merit ratings generally bear little actual relation- 
ship actual performance, there little reason expect the 
raises have any influence output. 


Negotiated increases. would unrealistic expect 
increase production follow negotiated wage increase, which 
does not recognize either the group’s the individual’s productivity 
and whose timing determined quite another set factors. 


General increases. Whether not they are won negotia- 
tion, general increases have the same defects negotiated increases: 
they bear relation what the employees are doing their 
intent, since the poor producer rewarded well the good pro- 
ducer. And, course, they are neither immediate nor certain upon 
good performance. 


Productivity increases. Despite their name, productivity in- 
creases are, most commonly, negotiated increases with 
relation the contributions the beneficiaries. 

Cost-of-living increases. These increases are basically un- 
equitable and, unless accompanied greater productivity, inflationary. 


They are totally ineffective assuring productivity. Actually, they 
are nothing but negotiated increases. 


Length-of-service increases. Though often valuable reduc- 
ing labor turnover, these increases bear more than coincidental 
relation either productivity the intent produce more. 


Profit sharing. Since profit-sharing plans bear some relation- 
ship the productivity individual employees, only remotely, 
can presumed that employees will want produce more order 
share greater profits. Under most plans, however, the rewards 
are granted only once year and thus lack immediacy. These plans 
could more effective the connection between performance and 
reward were made clearer more frequent distribution the 
profits. One defect, however, would remain: the individual employee’s 
performance does not determine his share the pie. 


Bonuses and commissions. These need not related profits, 
but they related some activity, and are, obviously, appropriate 
the intent make more money producing more. general, 
the reward sure follow the results. These forms compensation 
meet the requirements effective incentive. 


Individual and group incentive. Incentive plans are directly 
related performance and the intent earn more producing 
more; the rewards are certain and they come quickly. Thus, incentive 
plans score all four criteria. 


THE ROLE MANAGEMENT RETIREMENT PREPARATION 
PROGRAMS Michael Wermel* 


The Journal Insurance, Vol. 27, No. June 1960, pp. 37-43. 


Perhaps the employer’s role with respect retirement preparation 
somewhat more direct than that such groups the union, church, 
community agency. The older person the company’s employ may 
may not union member church member active 
community affairs. all times, however, employee the 
firm. 

the present time study retirement preparation programs 
being financed under grant from the Ford Foundation. There are 
three broad stages involved this study: 

Collection data current practices and attitudes. 


Analysis and evaluation these data provide framework 
for the identification management’s role. 


conceptual development the place the corporation 
employees’ preparation for retirement. 


*As September 1960, the author will Professor Economics and 
Dean the College Business Administration, University Hawaii. 


this “interim report” the study, shall confine discussion 
findings resulting from survey management attitudes and 
practices corporations throughout the country. 


Questionnaires were sent approximately 750 major companies 
throughout the U.S. Usable questionnaires were returned 415 
firms, and additional companies sent detailed letters. Firms which 


completed the questionnaires employed total approximately five 
million persons. 


the 415 companies, preretirement planning programs were 
reported nearly per cent the total. Managements 
the remaining 254 firms advised that thought had been given 
instituting this type program. 172 firms, such plans had been 
under active consideration one time another. 


Notably, all the responding companies recognized some measure 
responsibility toward employees who would retire. All but two 


the firms reported having pension plans profit sharing retirement 
trusts. 


One management group held that preretirement planning pro- 
grams were paternalistic intent and that they constituted in- 
vasion workers’ privacy. Some firms regarded 


grams kind “social work,” and felt the schools and churches 
were more qualified. 


those firms having such programs, there was evidence 
general agreement that the activities had value, not only the em- 
ployees but also the company. Among the values placed upon 
the programs were that they increased the efficiency older workers 
substituting “planning” for “worrying.” was felt, moreover, that 
the activity contributed the prevalence high morale for all 
employees, because the programs served indication that manage- 
ment was interested employees’ well-being. 


Indicative the recency retirement planning programs 
the fact that almost per cent those reported had been 


operation for less than two years, and nearly one-half for less than 
five years. 


Representative the range subjects covered the various 
programs are: (1) how figure retirement income; (2) financial 
planning and family budgeting; (3) ways adding retirement 
income; (4) how live with health problems; (5) housing and living 
arrangements; (6) use leisure time; (7) finding new work activities. 


Approximately half the company programs began five years 
ahead employees’ retirement. 


The programs that were reported demonstrated that companies 
are experimenting with various approaches effort discover 


the kind program which meets the needs their older workers 
most satisfactorily. 


THE DYNAMICS PREJUDICE Richard Evans* 


The Business Review, University Houston, Vol. No. June 1960, 
pp. 4-7. 


The present paper designed supply the businessman some 
indications the range and underlying causes prejudice viewed 
contemporary social psychologists, reveal least some the 
critical aspects the anatomy prejudice. 


The Social Psychology Prejudice, Gerhart Saenger states 
that prejudice refers primarily attitude, which may covert 
latent, while discrimination refers overt behavior. 


While can pass and enforce laws prohibiting discrimination, 
virtually impossible regulate attitudes directly legislation. 
Studies indicate, however, that legislative control discriminatory 
practices does modify attitudes over period time. 


Some the less publicized forms prejudice may im- 
portant source human relations problems the business world 
racial prejudice. For example, there still tremendous amount 
prejudice toward the female our culture. certain professions 
male often receives preference over female for given position, 
even she better qualified than he. Salary levels for comparable 
positions often favor the male. 


Prejudice and discriminatory practices affecting the aging in- 
dividual are becoming more apparent our society. individual 
who past the age forty virtually unemployable many kinds 
business situations. 

Perhaps one the most insidious types prejudice, which 
particularly serious view our competition creativity with the 
Soviet Union, anti-intellectualism. 


recent book, The Open and Closed Mind, demonstrated that 
after individuals were asked express their attitudes toward Negroes 
general, they expressed significantly more prejudice than when they 
were asked express their attitudes toward Negroes whose beliefs 
were similar their own. 


One possible cause prejudice frustration. appears that 
given individual highly frustrated with respect some goal 
unable achieve, may express his frustration the form 
aggression toward some vulnerable group society. 


The need conform appears another source prejudice 
our culture. recent years many social scientists have expressed 
alarm the overconformist patterns social behavior America 
today, which may seriously impair individual creativity and, con- 
sequently, cultural development. 

Erich Fromm his Escape from Freedom presents similar 


*Professor Psychology, University Houston. 


theme; does David Riesman The Lonely Crowd. The Organiza- 
tion Man William Whyte also deals with the problem conformity. 


possible that much prejudice may simply extension 
such conformity. For example, the young woman joining the 
college sorority which discriminates against members certain re- 
ligious racial groups accepts these practices, effect, she con- 
forms the standards such organization. 


the business organization can become sensitive the range 
and complexity the prejudice problem, will taking the first 
important step toward modifying the disruptive effects prejudice 
the human relations its personnel. 


IT’S TRICKY WORK, BEING BOARD CHAIRMAN* 


Perrin Stryker 
Fortune, Vol. 61, No. May 1960, pp. 134-137, 200, 202. 


The board chairman’s role straddles the most sensitive issue 
found the corporate hierarchy: management’s practical authority 
versus the authority vested law the board directors. 


might explicitly stated that the chairman will deal with 
long-range considerations and leave the day-to-day operations the 
company the chief executive officer; but today long-range planning 
widely held one the prime functions the chief executive. 


The chairman’s role might limited matters “broad 
policy”; but any good director knows that broad policies must 
determined the basis information that directors cannot expect 
know intimately detailed operating facts and innumerable 
decisions already made managers all down the line command. 
These are the bailiwick the chief executive and his subordinates; 
board chairman who invades that bailiwick runs the risk getting 
close the facts that may lose the perspective needs. 


And chief executive officer cannot afford stay far enough 
away from the immediate facts maintain chairman’s perspective. 


Thus, element potential conflict between chairman and 
chief executive officer exists. There are chairmen who, moving 
the job from the presidency, find that they simply cannot keep 
their hands off the reins. chief executive officer may feel impelled 
counter chairman’s power dealing personally with members 
the board. 


Sometimes there nothing president can sidetrack 
chairman who seeks control completely the company’s management 


*Copyright 1960 Time Inc. This article, along with others Mr. 
appears also his book The Men from the Boys, Harper Brothers, 
5.00. 
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well the entire board directors. The most familiar example 
this was Sewell Avery, erstwhile chairman Montgomery Ward. 


many other cases close control management the chair- 
man flows not from personal desire for total command but from 
impersonal theory that company should have only one boss. 
recent years more and more chairmen big corporations have exer- 
cised the powers the chief executive officer. 


Combining the roles board chairman and chief executive 
officer avoids conflict but tends blur those 


bilities that corporate law assigns the board and, implication, 
the post chairman. 


The various ways avoid chief executive chairman con- 


flict depend the company’s tradition and situation 
alities involved. 


For example, General Precision Equipment Corporation invests 
James Murray with the dual function chairman and chief 
executive officer, while Donald Smith was designated the president 
who shall supervise several phases operating the corporation’s sub- 
sidiaries. When the organization chart was drawn up, both men were 
put inside one box. Both men have divided the work according 
specific job descriptions. 


Murray takes the main responsibility for keeping the board well- 
informed; leans over backwards avoid the appearance 


pressuring the board; and works keep the board young and 
vigorous. 


Recently, chairman Louis Dawson Mutual New York 
turned over the executive reins that also had held MONY’s 
new president, Roger Hull. Dawson decided wanted make 
relations between himself chairman, and Roger Hull president, 
explicit possible. drafted his own code functions and went 
over every point with Hull, asking him strike out anything 
that intruded Hull’s functions chief executive officer. 


Dawson’s passive approach chairman has been evident 
these three ways: (1) makes attempt present recommenda- 
tions directly the board, leaving this entirely Hull. (2) leaves 
the trustees the selection president, instead assuming this 
prerogative many chairmen do. (3) makes effort keep 
the board alert and active weeding out any elder members. Dawson 


points out that some men remain alert and incisive well into their 
eighties. 


Dr. Vannevar Bush, board chairman Merck Co., has some- 
what different approach that encourages directors all board 
meetings question management sharply keep decisions touch 
with reality. And has persuaded some the elderly directors 
retire, the age limit now being 72. 


ADVANCEMENT ANNEXATION METHODS Jerome Keithley* 


Public Management, Vol. 42, No. July 1960, pp. 146-149. 


Despite all-inclusive denunciations the annexation process 
rabid opponents, appears that the urbanization and industrializa- 
tion the United States continue rapidly increasing rate, cities 
and unincorporated areas are relying annexation solve their 
common problems. 

Based information provided cities responding annexa- 
tion questionnaires for the 1960 Municipal Year Book, appears 
that annexation neighboring communities the simplest and most 
economical approach providing the multiple services required 
the average satellite fringe area. 

keep ahead the fringe problems, essential that: 

The fringe area incorporated the master plan the city. 

Areas annexed before major problems develop. 

orderly ultimate boundary. 

positive and aggressive annexation program established. 


Actual annexation should occur only after has been deter- 
mined that the best interests the total community will served. 


Even after establishing proper program, and annexing only 
after thorough study, some cities have found their programs unac- 
ceptable the areas involved. This usually occurs when: 


Studies show that limited services, best, will available 
the area annexed. 


The financial record and stability the city questionable. 
The city’s administrative record not good. 
The city, spirit generosity past years, has provided 


special services such sewer and/or water the area mini- 
mum cost. 


Cities annex for many reasons. The major ones are: 


Position. The desire the community maintain name 
and position national, state, and local level, specifically with 
respect size area and population. 

Economic Benefits. Annexation many occasions brings 


industrial and commercial areas with high assessed value and good 
utility service demand. 


Resolving Mutual Problems. Both the city and the area 
annexed seem recognize that annexation the best solution 
problems which will become increasingly serious. 


also important for cities recognize why people want 
annexed: (1) Residents the fringe areas desire representation from 
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their area decisions that affect them. (2) City-level utility services, 
street maintenance, schools, and fire and police protection are among 
the most common objectives. (3) Utility and other direct service costs 
are almost always lower for the city resident. 


During 1959, 532 cities the United States with populations 
5,000 more completed annexations unincorporated territory. 


Each city contemplating the annexation additional territory 
should consider the proposed possible annexation all its aspects, 
not solely the economic. Topography, population density, traffic and 
street patterns, utility installations, drainage, social 
patterns, all should considered carefully assessed value and 
economic potential. 


PROTECTING THE PUBLIC INTEREST LABOR DISPUTES 
Frank Cooper* 


Michigan Law Review, Vol. 58, No. April 1960, pp. 873-886. 


There exists general agreement that effective means must 
found, the public interest, curb strikes basic industries that 
imperil the national health safety. The trouble has been that the 
limited means provided meet this need fail give effective ex- 
pression the public interest. 


Three principal proposals have been widely urged offering 
solution our present unhappy situation. These are: (1) bringing 
“public representatives” into the bargaining process; (2) making the 
antitrust laws applicable labor unions; (3) creating “labor courts” 
with powers compulsory arbitration. 


The first proposal bringing representatives” into the 
bargaining process comparatively simple and superficially attrac- 
tive device, but history has shown that this approach does not work. 
During the tenure War Labor Boards, the “public members” did not 
really represent the public any true sense. The most that “public 
needed. 


Only the most optimistic can find much comfort the second 
suggestion applying antitrust laws labor unions. While the 
proposal based premises that are logically valid, its practical 
application involves difficulties not yet solved. 


The antitrust laws authorize the courts enter certain types 
order only. Such orders are well adapted correct the harm caused 
when business management violates the antitrust laws, but they would 
not work well applied the situation that results when unions 
violate antitrust principles. 
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addition, many the most effective monopolistic practices 
the unions are now protected law. 


The third principal suggestion submitting disputes “labor 
court” specious. Courts sit only determine legal controversies, 
which can solved application and adaption statutes and 
common-law rules. But there are statutes common-law rules 
that tell whether group employees deserve wage increase. 
There legal right wrong this area. 


The term “labor court,” short, would merely euphemistic 
description process compulsory arbitration. This will surely 
not answer the problem. 


There are two time-tested principles, consistent with democratic 
American traditions, that have been quite overlooked all the 
debates how the public interest can avoid the disruptions 
the national economy that too often accompany major industrial 
disputes. 


First, the public should told the facts. When all the facts 
the case are made fully known the public, there emerges with 
amazing speed crystallized public opinion that truly represents all 
facets our great populace. outstanding instance this the 
influence exerted the public once knew the facts effect 
the passage the Labor Reform Law 1959. 


The second time-tested principle that should re-examined 
the present exigency that which recognizes the special ability 
administrative agencies serve certain governmental purposes more 
efficiently than the traditional judicial and legislative organs. 


Nearly quarter century ago, Congress made start 
this direction creating National Labor Relations Board. How- 
ever, its powers were, the whole, circumscribed somewhat narrowly. 
But its work has won the respect labor, management, and the 
public. not time consider whether the NLRB (or some in- 
dependent agency) given broader powers this area labor- 
management disputes? 


The two suggestions made above can readily combined 
single course action. 

administrative agency could created and vested with the 
powers ascertain the facts involved critical labor disputes and 
disseminate such facts the public. The same agency could 
given powers exercise certain sanctions designed curb abuses 
power either the contending parties and promote the public 


interest the fair settlement labor disputes affecting the national 
interest. 


The steel strike 1959-1960 furnishes timely and excellent 
example the inability the public and, indeed, the employees 
directly involved learn the facts bearing the central issues 
dispute. 


> 
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One the principal issues the steel strike concerned the 
“work rules.” One obtained the general impression from advertise- 
ments published the companies that they wished restrain un- 
economic practices. The ads published the 
union warned the loss thousands jobs the companies won 
their point. the basis the fragmentary information available, 
the public had means knowing which side was the right. 


Presidential fact-finding commissions, given few days study 
the situation, time when emotional feelings are running high, 
cannot possibly adequate job. 


The powers the agency should not restricted fact-finding 
and publicizing. the basis the facts found, the agency could 
empowered Congress take appropriate action along num- 
ber lines designed safeguard the collective bargaining process 
and curb monopolistic abuses: 


One the most significant unsettled issues the question 
how big the bargaining unit should some cases should 
larger than others. federal administrative agency could determine, 
case-by-case basis, what bargaining unit would appropriate 
protect the public interest avoiding situations where unions 
could exercise their economic power monopolistic fashion. 


The right employees strike has long been protected 
law. Should they not equally have right not strike? they are 
told union officials strike, they have real alternative except 
follow orders. Therefore, the proposed federal administrative 
agency should have power, when the public interest, order that 
strike could called unless majority all the employees 
the bargaining unit voted favor such action secret election 
conducted the government agency after employees had been fully 
informed the facts and issues involved. 


Such agency could empowered administer various 
sanctions. might, for example, authorized prohibit “union 
shop” agreements certain industries. might empowered 
appropriate cases determine that the provisions any such new 
agreement might negotiated could not applied retroactively. 


All these are but illustrative examples the way which 
administrative tribunal could help avoid crippling strikes without 
impairing the over-all effectiveness the collective bargaining 
process which still appears our best hope for industrial peace. 
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